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KEY ECONOMIC INDICATORS 
(as of April 1,1980) 


Millions of guilders, unless otherwise stated. Average annual exchange rate: 
1978, $1=Dfl 1.96; 1979, $1=Dfl 1.97; 1980, $1=Dfl 2.06. 


INCOME , PRODUCTION AND EMPLOYMENT 1978 1979 1980 
GNP at current prices 282,850 302 ,968 322,827E 
GNP at 1978 prices 282,850 289,921 292 ,820E 
Per capita GNP,current prices (Df1) 20,291 21,640 23 ,059E 
Plant and Equipment investment 34,050 36,350 39,100E 
Indices: 1970=100 

Industrial production 128 132 -- 

Avg.Labor productivity 147 119QIII -- 

Avg. Industrial wage(1972=100) 187 196 202 (Jan) 
Disposable personal income 156,000 167 ,260 -- 
Employment (000's) (Dec) 4,114 4,152 4,256 
Avg.Unemployment rate (%) 5.0 5.2 5.0(Feb) 
Housing starts (units) 103,008 99,343 -- 


MONEY AND PRICES 


Money Supply (M1) 59,909 61,600 (Dec) -- 
Public Debt (internal) (Dec) 55,180 63,865(Jan-Nov) -- 
(external) -- -- -- 
Interest, Central Bank Discount 
(% end of period) 6.5 9.5 9.5(Jan) 
Domestic credit outstanding (Dec) 91,686 101,813 (Sept) -- 
Indices: 
Retail sales(value) :1975=100 130 134 -- 
Avg.wholesale prices:1970=100(excl.VAT) 158 166 (Nov) -- 
Avg.Consumer prices: 1975=100 120. 125.6 130.3(Feb) 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves(Dec) 24,138 25,613 (Sept) 
Balance of Payments,current account 
transactions (bns of Dfl) -2.32 -4.50 
Balance of Trade(bns of Dfl1) -6.17 -7.20 
Total exports, FOB(incl .Belg-Luxem) 108 ,208 127 ,630 +17.9 
Exports to U.S. 3,582 3,579 -0.1 
Total Imports ,CIF(Incl.Belg-Luxem) * 114,378 134 ,828 +17.9 
Imports from U.S. 9,845 11,352 +15.3 


Main imports from U.S. Jan-Nov 1979: oilseeds 2,405,089 MT (Df1 1406,879); corn 
1,647,385 MT (Dfl 442,168); animal feed except grains 2,216,589 MT (Df1 771,650); 
office and data processing machines and parts Df1 311,657; non-ferrous ores 24,267 MT 
(Df1 418,538); carbohydrates (not specif.) 270,713 MT (Dfl 263,180). Note: Third 
column contains available 1980 figures (E=estimate for the year). Percentages in fourth 
column compare (1) 1980 figures with corresponding 1979 period or (2) 1979 with 1978 if 
no 1980 figures available. SOURCES: Central Bureau of Statistics (CBS); Central 
Planning Bureau (CPB), Netherlands Central Bank, International Statistics (IMF). 
*Dutch import figures do not include foreign goods placed in bond for forwarding to 
other countries, often after processing or repacking, U.S. statistics do. Therefore, 
trade statistics in this table, where Dutch figures are used, may conflict with statistics 
in the section Implications for the United States in which U.S. figures are used. 





SUMMARY: 


Despite some underlying strengths, the Dutch economy in 1979 performed poorly. 
Domestic demand components lagged, and a lower than anticipated 2 percent real GNP 
growth was largely supported by expanded exports. The rate of inflation stabilized at 
4.2 percent, but depressed industrial activity brought little relief to Holland's pressing 
unemployment problem. With the trade balance showing a further deficit increase, the 
balance-of-payments current account deficit deteriorated to 4 billion guilders. 


Based on an outlook for a reduced rate of world trade growth and spiraling crude oil 
prices, official forecasts for 1980 for the Dutch economy remain gloomy. The volume 
of private consumption is expected to stagnate, while gross investment will decline by 
2.5 percent. Since the volume of exports will probably grow by only 1 percent, real 
GNP growth this year will be limited to 1 percent or less. Both the rate of inflation and 
unemployment are expected to increase, but the current account deficit may improve 
to only 1 billion guilders. 


With this worsening economic scenario, the GON has intensified an existing program to 
reduce public expenditures by an additional 3 billion guilders, while at the same time it 
has imposed compulsory wage restraints. The Government hopes to contribute to the 
improvement of the country's depressed economy by limiting further increase of the 
public financing deficit while simultaneously holding the reins on Dutch wage increases. 


CURRENT ECONOMIC SITUATION AND TRENDS 


As a result of the increasing costs for petroleum products and a downturn in economic 
activity in traditional trading partner countries, the moderate recovery of the Dutch 
economy, which had begun to emerge during the first two quarters of 1979, has been 
dampened. Softening demand has brought about a weaker performance in the major 
industrial sectors. This combination of events caused a slowdown in industrial output 
toward the end of 1979, resulting in the average growth in total industrial production 
for the year reaching only 3.1 percent. 


The drop in the rate of real disposable income growth has consequently affected 
domestic demand and reduced the growth in private consumption in 1979 to modest 1.7 
percent. The reduction in growth was further evident in gross investments. Primarily 
reflecting increased pressure on business profitability (Dutch wages ranking among the 
highest in the EC, have pushed the share of labor in Net National Income (NNI) to 90.5 
percent in 1979), new investments by business during the first three quarters of 1979 
dropped by 2.6 percent. Housing starts in the same period were down 14 percent, 
although a part of this drop can be attributed to unusually severe winter conditions in 
early 1979. Public sector investments showed only a 1 percent growth in the same 
period. In sum, gross investments during the first nine months of 1979 dropped by 2.5 
percent, as compared to a 3.5 percent increase in the same 1978 period. 


A 2 percent GNP growth in 1979 is attributed to the growth in external demand, 
inasmuch as domestic consumption and investment were almost flat. Figures show that 





the volume of exports last year increased by a healthy 8.8 percent, attributed not only 
to a relatively strong increase in the export of natural gas, but also to an increased 
demand for finished products. However, in view of the languid industrial performance, 
the surge in exports has apparently been covered by drawing down existing stocks and 
inventories. The price escalation, especially in refined petroleum and chemical 
products, caused the overall export price level last year to rise by 8.4 percent. 


The volume of commodity imports in 1979 realized a less rapid growth, increasing only 
6.6 percent, in spite of a 10 percent increase in the import volume of crude oil. Import 
prices rose by 10.3 percent, primarily the result of spiraling oil and other raw materials 
prices. As a consequence, the visible trade balance showed further deterioration from a 
6.2 billion guilder deficit in 1978 to a 7.2 billion guilder deficit in 1979. As a result of 
the negative trade balance, the balance-of-payments current account deficit increased 
from 2.3 billion guilders in 1978 to an upward revised deficit of 4.5 billion in 1979. The 
current account deficits have worsened since 1977 despite the contribution of natural 
gas exports. The CPB has, however, projected a deficit of only one billion guilders in 
1980. 


The rise in import prices for energy and other commodities reported during the 
beginning of 1979, had not been felt in the consumer price index until the end of the 
year, when the inflation rate accelerated from 3.8 percent in the 3rd quarter to 4.6 
percent during the last 1979 quarter. It reached 5.8 percent in March of this year. For 
the whole of 1979, prices rose by 4.2 percent, or well in line with price developments in 
Holland's major trade partner, Germany. 


There has been virtually no improvement to report in the Dutch labor market. 
Continuing unresolved structural problems are blamed for maintaining the total number 
of unemployed at the relatively high figure of 210,000 or 5 percent of the total labor 
force. Government-sponsored programs to generate employment have continued to 
focus on the restoration of a seriously disturbed balance between the supply and demand 
for manpower, both industrially and on a geographic basis. Despite government plans to 
reduce medium-term unemployment by 20-30,000, the number of jobless in 1980 is 
projected to reach between 220,000 and 230, 000. 


MONETARY DEVELOPMENTS 


After the down-trend on the money market in the first months of 1979 from the high 
1978 level, the second half of the year was characterized by continuing higher interest 
rates. The main reason for this was the trend of international rates which the 
Netherlands was forced to follow for exchange rate reasons. Since the end of May, the 
Netherlands (Central) Bank has raised the rates on five separate occasions. (The 
discount rate was raised from 6.5 to 9.5 percent). In the final months of the year, with 
year-end conditions tightening, money market rates reached 16 to 18 percent. After 
mid-December, and in the early months of 1980, short-term rates have generally eased. 


Mostly because of the high interest rates, the guilder has recently been one of the 
strongest currencies within the E.M.S. Indicative of the changed relationship between 
the guilder and the Deutsche Mark is the fact that the Netherlands Bank did not follow 
the example of the West Germans in raising the discount rate on February 28, 1989, thus 
not taking part in the series of discount rate increases around the world (U.S., Japan, 
Switzerland, Belgium, West Germany). 





THE OUTLOOK FOR 1980 


The changing international economic picture, in which the Dutch Central Planning 
Bureau (CPB) projects world trade to grow by only 2 percent in 1980, has prompted it to 
adjust its current outlook for the Dutch economy. With the exception of expenditures in 
the public sector, domestic demand is expected to show a further leveling off. Thus, 
the CPB sees the volume of private consumption stagnating, while gross industrial 
investment is predicted to drop 2.5 percent. The continuing weak domestic demand can 
hardly be compensated for by expanding exports and the CPB foresees the growth in 
external demand in 1980 to increase by not more than 1 percent. As a consequence, the 
revised CPB forecast estimates real GNP growth in 1980 to reach no more than 0.5 to 1 
percent. 


The rate of inflation is expected to show further acceleration and reach an annual 
average of 6 percent this year, with wages per worker also rising 6 percent. Business 
profits will fall under increased pressure. The CPB outlook projects the share of labor 
income in NNI to show an increase to 93 percent, up from 90.5 percent in 1979. Despite 
a projected deterioration in the terms of trade in 1980, the Dutch current account 
balance is expected to improve and show a deficit of only one billion guilders. 


GOVERNMENT POLICIES 


Faced with a downward CPB projection for almost zero GNP growth, instead of te 
anticipated 2.5 percent increase, the Government has been forced to revise its 
socio-economic programs for 1980. This has resulted in a further watering down of the 
governments' medium-term "Blueprint 81." Medium term goals have been mostly 
subordinated to short term financial necessities of the government. The same CPB 
projection had forecast an increase in the government's financing deficit to an 
unacceptable 6.5 percent of NNI if no additional fiscal measures were taken. In 
response to this new situation, the government has devised a policy calling for 
across-the-board economic restraint and a cut in government expenditures. The 
proposed cut of 3 billion guilders for this year is over and above a 500 million guilder 
amount still outstanding for 1979, which was necessary to meet the requirements of 
"Blueprint 81." 


The package of measures presented to Parliament earlier this year to rectify the 
deteriorating economic situation was criticized by Finance Minister Andriessen as being 
inadequate. He viewed the package as being directed primarily at solving short-term 
budgetary problems, while neglecting to address the more pressing long-term structural 
problems. He subsequently resigned his post due to the lack of support for his position. 
The new Finance Minister, van der Stee, has continued to champion the conservative 
fiscal policy of his predecessor and has supported Central Bank President Zijistra's call 
for monetary restraint. Nevertheless, the government's financial situation in 1980 
remains serious. In 1979, the combined central and local government financing deficit 
(financing requirements less debt redemption) amounted to 13.1 billion guilders or 5.6 
percent of NNI in 1979. With its revised economic plans for 1980, the government now 
seeks to hold the deficit to not more than 6 percent of NNI, which is still above the 
earlier 5.5 percent target contained in the 1980 budget memorandum. Along with the 





recommended new economic guidelines, the government also presented proposals to 
Parliament for an extension of a 2-month wage freeze introduced earlier this year 
following the breakdown in negotiations between unions, employers and the GON over a 
wage agreement for the remainder of 1980. The freeze was introduced by the 
government in order to give it the possibility of adjusting wages to the new growth 
projections (the GON had adamantly fought to hold wage increases below 7.5 percent). 
Parliament reacted by approving the extension of the wage freeze to the end of the 
year, although the Government had sought a longer extension. As a part of the wage 
freeze, the traditional semi-annual adjustment for cost-of-living increases has been 
abandoned and replaced by a 100 guilder tax relief across the board. However, a 
monthly increase of 26 guilders was approved for all lower income groups in an effort to 
maintain their purchasing power. 


These government wage measures have encountered strong reaction from both 
employers and trade unions. The employers fear that the economies will be insufficient 
to guarantee an improvement in business profitability (and they resent government 
mandated wage settlements) while the trade unions fear the loss of automatic wage 
indexation, as well as purchasing power of the lower income groups. In protest against 
the new wage measure, the trade unions organized a series of strikes in key sectors of 
industry. However, the strikes were less than totally effective and at the present time 
it appears the government's new policy has weathered its primary battle. 


AGRICULTURE 


Although the Dutch economy performed rather poorly in 1979, agricultural trade 
contributed 8.5 billion guilders to the balance of trade. This was up 231 million guilders 
from 1978. Total imports of agricultural products were valued at 20.4 billion guilders 
while total exports were valued at 28.9 billion guilders. 


Adverse weather conditions in 1979 generally resulted in lower yields per hectare for 
arable crops with consequent lower volume production for practically all crops, except 
those where the area was significantly larger to compensate for lower yields, i.e., 
wheat, potatoes, and corn silage. Beef production was up by 4 percent while milk 
production was up by over 2 percent. 


Animal feed costs, with a share of 65 percent of total operating costs, are by far the 
most important cost factor. The feed volume is expected to be up about 6 percent, 
while the average price is estimated to be up 8 percent, mainly due to higher prices and 
lower available supplies of tapioca that were substituted with high-priced ingredients. 


Preliminary projections for 1980, not including eventual EC actions, especially in the 
dairy sector, show that the value in arable crop production may be up slightly, which is 
mainly caused by tax changes, i.e., premiums on investment. For cattle and dairy 
farming, significant cost increases are anticipated, especially in the feed and energy 
sectors, which together with lower prices for pork and possibly for eggs might result in 
a drop in both production value and in farmers' returns. The latter might drop by an 
average of between 15-20 percent. Since expectations for the whole Dutch economy in 
1980 are rather gloomy, it remains to be seen whether agriculture can do better. 





Exports are vital to the well-being of the Dutch agricultural sector and are an 
important part of the foreign trade balance. In 1979, livestock and meat production 
accounted for 18 percent of total exports. This was up 3 percent due to the further 
gains in the exporting of pork and live slaughterhogs. Exports of dairy products are a 
very important money earner for the Netherlands. In 1979, exports amounted to 4.67 
billion guilders. However, this gain in exports was only recorded through a 20 percent 
increase in the volume, while the value dropped by between 10-15 percent, as compared 
to 1978. 


IMPLICATIONS FOR THE UNITED STATES 


Prospects for increased commercial exchanges between the United States and the 
Netherlands continue to be outstanding despite the current weakness in the Dutch 
economy. For the second year in a row, the rate of increase in U.S. exports to the 
Netherlands exceeded 20 percent (22 percent in 1979). Based on U.S. Government data, 
total U.S. exports to the Netherlands exceeded $6.9 billion as compared to $5.6 billion 
in 1978. This very strong performance again placed the Netherlands as the sixth largest 
market worldwide for the United States. Non-agricultural exports, on the whole, 
showed a particularly large increase in value of almost 30 percent over 1978. Although 
inflation, of course, accounted for some of this growth, U.S. manufactured goods are 
finding ever greater receptivity in the Dutch market. Dutch exports to the U.S., which 
amounted to $1.6 billion in 1978, were increasing at an annual rate of 13 percent in 
1979. In view of the continuing substantial Dutch import demand and the growing 
interest among Dutch importers to locate American sources of supply, U.S. exports to 
the Netherlands in 1980-81 should increase in value by 20-38 percent. 


The successful conclusion of the Tokyo Round of Multilateral Trade Negotiations (MTN) 


is particularly important to U.S. exporters. The broad industrial tariff reductions and 
the implementation of new codes for the conduct of international trade in such areas as 
Government procurement, commercial aircraft, standards and licensing should open 
many new possibilities for exports of U.S. goods to the Netherlands. U.S. exporters 
should examine the MTN agreements closely to determine their impact on individual 
export opportunities. 


A close examination of the 1979 trade data shows that exports of many American 
products exceeded the average rate of increase of 22 percent. Among those items are: 
marine engines; typesetting machines; food processing machinery; metal-—cutting 
machine tools; refrigerators and refrigeration equipment; temperature processing 
industrial and laboratory equipment; complete digital ADP machines; digital central 
processing units; input, output, storage and simulator ADP units; power operated hand 
tools—non-electric; telecommunication equipment; electro-medical equipment, except 
radiological; batteries and electric accumulators and parts; electric lamps and parts; 
electric hand tools; passenger motor vehicles; aircraft; non-military ships, boats and 
vessels; slacks; outerwear; gloves; medical instruments and appliances; measuring and 
controlling instruments; still cameras and parts; toys and games; sporting goods and 
musical instruments. 


Best prospects for incremental export sales in the Netherlands in the near-term are the 
following product sectors: consumer goods; computers and peripheral equipment; 
automotive parts; health care equipment and supplies; business machines; building 
supplies, fixtures and equipment; laboratory, scientific and engineering instruments; 





construction, mining and materials handling equipment; oil and gas drilling equipment; 
electronic components; food processing and packaging equipment; equipment for the 
chemical industry; electronics industry production and test equipment; hotel and 
restaurant equipment; and graphic arts equipment. 


Although the Dutch economic outlook is cloudy and budget stringencies are 
forthcoming, we expect U.S. exporters to continue to fare well in this market. Dutch 
import demand remains high. Although the dollar has strengthened somewhat recently 
against the guilder, the overall appreciation of the Dutch currency over the past two 
years against the dollar has made the price of American products competitive in most 
sectors. Also, American products justifiably enjoy a reputation for high technology and 
labor saving features. Equipment which can reduce labor costs is especially important 
because of the steady rise in unit labor costs in the Netherlands. 


Clearly, then, good opportunities exist for the American exporter in the Netherlands. 
Many U.S. firms, particularly those new-to-market, enter this market by appointing an 
agent or distributor. In most cases, the Dutch representative will insist on an exclusive 
representation in the Netherlands, due to the relatively small size of the country. 
There are several ways to locate an agent/distributor, but we believe that use of the 
various commercial services of the U.S. Departments of Commerce and State is highly 
recommended. Foremost, in our view, is participation in trade shows in the 
Netherlands. No other single method allows the potential exporter to come in direct 
contact with so many key Dutch agents and end-users at one time. 


There are certain basic facts, however, about doing business in the Netherlands that 
U.S. exporters should keep in mind. Dutch buyers are sophisticated, well-trained, and 
fully knowledgeable about their own and overseas markets. The Dutch are both price 
and quality conscious, expect delivery dates to be honored, and require prompt and 
personal attention to business inquiries. Competition from West European countries and 
Japan is intense, so that these key procedures must be observed. 


The total range of U.S.-Dutch commercial relations also includes the very significant 
increases in Dutch travel to the U.S., and in investment flows both ways. In 1980, an 
estimated 200,000 Dutch tourists are expected to visit the U.S. and to generate more 
than $110 million in travel receipts. Among foreign countries sending tourists to the 
United States, the Netherlands ranks tenth. The rate of increase in 1978-1979 exceeded 
35 percent. Interested U.S. travel trade firms should contact their Dutch counterparts 
as we expect the flow of Dutch tourists to the U.S. to continue at a high level. 


Dutch direct investment in the United States reached $9.8 billion in book value at the 
end of 1978, continuing the position of the Netherlands as the largest foreign direct 
investor in America. Interest among potential Dutch investors in the United States is 
high at the moment since the depreciated dollar has lowered the costs of doing business 
in the United States. Another strong incentive is the direct access afforded investors 
to the huge U.S. domestic market. Many Dutch firms have also found that they can 
achieve a higher return on invested capital in the United States. At the end of 1978, 
the book value of direct investments by more than 1,000 U.S. firms in the Netherlands 
was $4.7 billion, making the United States first among foreign investors in the 
Netherlands. 
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